Over the past several years, the reporting environment has changed for companies reporting environmental information. This change comes primarily from stakeholder interest in protecting the environment. This paper addresses the topic of integrating environmental issues into accounting and business courses. Background information on environmental issues is provided. In addition, suggested classroom assignments and resources that can be used to enhance the learning environment for business students are provided.
Introduction
ver the past several years, the reporting environment has changed for companies reporting environmental information. This change comes primarily from stakeholder interest in protecting the environment. The Sarbanes-Oxley Act and the most recently published Statement of Position 03-2 "Attest Engagements on Greenhouse Gas Emissions Information" provide proof that environmental issues are important to businesses and, therefore, should be discussed in the college curriculum.
A gap exists between what is being taught in classrooms and what is really needed in professional practice. Baskett and Marsick (1992) reported that professionals and educators in all fields agree that this gap exists in the college classroom. This gap certainly exists when examining the area of environmental issues taught in business curriculums in most university settings. When considering environmental issues from a business perspective, no industry is exempt. Because of this encompassing viewpoint, environmental issues should be addressed in the university curriculum. One area for doing this is through the accounting curriculum, although all areas are faced with the challenge of addressing environmental issues.
More and more companies are reporting environmental issues in conjunction with financial reports. The purpose of this paper is to give an overview of environmental issues focusing on the accounting profession and to provide specific examples of ways to integrate environmental issues into the traditional curriculums within business schools.
When faced with hiring decisions, public accounting firms, private corporations and not-for-profit organizations have high expectations for their new employees. These high expectations suggest that students must be prepared to address many of the challenges facing the business community. While the challenge of environmental issues and sustainability formally began in the late 1960's with the passage of the National Environmental Policy Act, companies have always faced environmental issues in their day to day operations. This challenge has progressed from concerns relating to investigation and disclosure in the 1980's, to remediation, measurement, and recognition in the 1990's, to protecting shareholder value in the 2000's. Companies now realize they are faced with a multitude of problems relating to risks in their business. These risks include reputational risk, litigation risk, and reporting/compliance risk.
Types of Environmental Issues
Accounting is often described as an activity which identifies, measures, records and communicates economic information to permit informed judgments and decisions by users of the information. The user groups, or stakeholders, all have different interests in the information being reported by companies. The Environmental Protection Agency (EPA) has identified three main types of environmental accounting. These include: national income accounting, financial accounting, and managerial accounting. Each has a unique focus and concentrates on either an external or internal audience, as shown in table 1. Managerial Accounting firm, division, facility, product line, or system internal Environmental accounting from a national income perspective refers to natural resource accounting. Environmental accounting from a financial accounting perspective refers to the concept of preparing financial reports in accordance with generally accepted accounting principles. Environmental accounting from a managerial accounting perspective deals with internal accounting issues, such as investment and cost decisions.
Many different areas within a company could benefit from environmental information and could result in decisions that would provide favorable results from an environmental perspective. These include (EPA 1995): Thus, accountants and managers must know how to recognize environmental problems, how to measure and account for cleanup costs, and how to find and apply authoritative accounting and auditing guidance that applies to the specific problem at hand. From an accounting perspective, the profession has been slow to respond to environmental issues, as demonstrated in the next section.
Current Topics of Interest in the Environmental Accounting Area
The accounting profession has been relatively slow in addressing the challenges of environmental issues from an external perspective. Two recent statement of positions, SOP 96-1 "Environmental Remediation Liabilities" and SOP 03-2 "Attest Engagements on Greenhouse Gas Emissions Information," address environmental issues for public companies. Table 2 provides a listing of the accounting and auditing authoritative guidance which also may be used by companies facing environmental dilemmas. SOP 96-1, "Environmental Remediation Liabilities," was issued on October 10, 1996. This SOP provided professional accountants with much needed guidance on dealing with several aspects of environmental law that was not provided in the authoritative guidance listed in Table 2 above. SOP 96-1 provides:
 That environmental remediation liabilities should be accrued when the criteria of FAS 5 are met.  That an accrual for environmental liabilities should include incremental direct costs of the remediation effort and costs of compensation and benefits for those employees who are expected to devote a significant amount of time to the remediation effort.  That the measurement of the liability include the entity's allocable share of the liability for a specific site.  That the measurement of the liability should be based on enacted laws and existing regulations and policies and on the remediation technology used to complete the cleanup process.  That the measurement of the liability should be based on the reporting entity's estimates of what it will cost to perform all elements of the remediation effort.  Guidance on the display and disclosures of environmental remediation liabilities in financial statements.
SOP 03-2, "Attest Engagements on Greenhouse Gas Emissions Information," was issued on September 22, 2003. It was issued in response to the concerns of greenhouse gases existing in the atmosphere. Because of the Kyoto Protocol, a voluntary agreement signed by companies to reduce the effects of greenhouse gases, some U.S. companies with foreign operations may have to meet emission targets set forth in the Kyoto Protocol. This SOP provides guidance to professionals about engagements to examine and report on a schedule relating to information about greenhouse gases and emissions inventories and guidance for companies participating in and reporting on greenhouse gas trading programs. The SOP also provides example of letters and reports that can be used by professionals providing attest engagements in the area of greenhouse gas emissions.
In addition to dealing with these authoritative issues, some companies are exploring the concept of sustainable development. Within this concept is the idea of companies issuing sustainability reports. Professional accountants may be called upon to engage in assurance services relate to these reports. This development opens a new area for accountants to explore the concept of sustainable development for the environment, the economy, the company, and society as a whole.
Integrating Environmental Issues into the Accounting Curriculum
In attempt to adopt a proactive approach to integrating environmental issues into the business curriculum, the following are ideas that can be implemented in the classroom to help bridge the gap between what is happening in practice and what students actually understand. Assignments/activities and web based resources are provided.
Assignments/Activities

Understanding Environmental Commitment:
Contact a local company and ask to interview the manager/owner about environmental issues. For example, if a fast food restaurant is contacted, students may ask about the company's commitment to recycling or if the corporate office has an environmental policy and the extent to which individual restaurants are held accountable for this policy.
Understanding local government issues related to the environment:
Have students contact members of their local or state government and interview them about environmental issues being addressed in their geographical areas. For example, the students may contact the local planning committee to determine if a policy exists for greenspace issues or wetlands mitigation.
Understanding compliance issues:
In order to operate efficiently as a manager, students will need to understand the various environmental regulations and compliance issues related to each of the regulations. Have students compare the compliance and reporting issues of several environmental regulations (i.e., Clean Water Act, Clean Air Act, Superfund Act, etc.). Students should include in their reports the various penalties for non-compliance with the regulations they examine. 4. Understanding Environmental Policies: Allow students to compare and contrast the environmental policies of several companies in the same industry. Exhibit 1 provides an example of an assignment that explores environmental policies for companies in different industries using the CERES Principles as a framework for comparison. 
Exhibit 1 Environmental Issues for
org). The real goal of these principles is to get corporations to pay attention to environmental issues and to realize that stakeholders are interested in these issues. With billions of investor dollars behind the current effort, it seems unlikely that companies will be able to ignore the pressure. The guiding principles and introduction are:
Introduction: By adopting these Principles, we publicly affirm our belief that corporations have a responsibility for the environment and must conduct all aspects of their business as responsible stewards of the environment by operating in a manner that protects the Earth. We believe that corporations must not compromise the ability of future generations to sustain themselves. We will update our practices continually in light of advances in technology and new understanding in health and environmental science. In collaboration with CERES, we will promote a systematic process to ensure that the Principles are interpreted in a way that accommodates changing technologies and environmental realities. We intend to make consistent, measurable progress in implementing these principles and to apply them in all aspects of our operations throughout the world.
Protection of the Biosphere: We will reduce and make continual progress toward eliminating the release of any substance that may cause environmental damage to the air, water, or the earth or its inhabitants. We will safeguard all habitats affected by our operations and will protect open spaces and wilderness while preserving biodiversity.
Contact three companies in different industries to request a copy of their annual report, Form 10-K and environmental annual report (if available). Some of these items may be available on company websites. Prepare a matrix to analyze, at a minimum, the ten principles discussed above. Be aware that other types of environmental information may be included in the information
Summary
This paper has provided an overview of the topic of integrating environmental issues into the business curriculum. It is important to explore the concept of environmental issues in the college classroom since companies are receiving an increase in the pressures they face from different stakeholder groups. Governments, customers, competitors, and employees all are showing an interest in environmental issues from a corporate perspective. In incorporating the ideas presented in this paper, the instructor should use discretion based on time available, the size of the classes and availability of supporting resources. By incorporating some aspect of environmental issues into the business classroom, students should be more equipped to face the challenges of tomorrow.
